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. KEY ECONOMIC INDICATORS: NETHERLANDS 
available April 26, 1972 


All values in million US$ Exchange rate: US$1 = 3.245 guilders 
Cumlative 
ITEM 1970 1971 1972 B Change 
INCOME, PRODUCTION, EMPLOYMENT COME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 34,853 39,106 2,958 E + 9.8 
GNP at Constant 1970 Prices 34,853 36,209 36,918 E + 2.0 
Per Capita GNP,Current Prices($ units) 2,681 2,980 3,237 E + 8.6 
Plant & Equipment Investment 55577 5,978 5,948 E - 0.5 
Indices: 1963 = 100 
Industrial Production 176 187 201 Jan + 9.8 
Avg. Labor Productivity 181 195 NA + 707 
Avg. Industrial Wage 196 217 NA +1027 
Disposable Personal Income 22,662 2h, 986 27,550 E +10.2 
Employment (000's) (Dec) 4,743 4,761 4,763 E 0 
Avge Unemployment Rate (%) Ad 1.7 2.6 Jan-Mar - 
Housing Unit Starts 127,302 139,481 2h,220 Jan-Feb +2229 
MONEY AND PRICES 
Money Supply (Dec) 759% 9,200 9,293 Jan +13.2 
Public Debt (Internal) (Dec) 7,230 7,580 NA + hed 
(External) (Dec) 30.2 22.9 22.4 Jan -25.6 
Interest, Central Bank discount (Dec) 6.0 5.0 4.0 Mar - 
Domesté¢ Credit Outstanding (Dec) 10,231 11,157 10,977 Jan © 7.3 
Indices 
Retail Sales (value): 1968 = 100 122 128 JaneNov NA + 5. 
Avg. Wholesale Prices: 1948 = 100 
(excl. TVA) 176 178 180 Jan + 1.1 
Avg. Consumer ces: 1969 = 100 103.6 111.4 116.7 Jan-Mar + 7.3 
BALANCE OF PAYMENTS AND TRADE 
Gold & For. h. Reserves c) 3,812 4,627 4,840 Jan +17.8 
Balance of Payments, current account, 
transactions =l,80 ~163 +308 E - 
Balance of Trade -778 464, + 2 Jan ~ 
Exports, FOB 12,05 14,237 1,106 Jan +11 
U.S. Share 56), 60, 51 Jan +13 
Imports, CIF 13,183 14,701 1,063 Jan +2 
U.S. Share 1,459 1,576 98 Jan ~26 


Main Imports from U.S. 1971: Airplanes & Parts = $216; Oil seeds, nuts, pits = 1,226,995 MT 
- $167; Animal feed except grains + 1,136,710 MT - $109; Corn = 1,483,753 MT = $106; 

Other machines except electrical parts - $79; Organic chemical products = 305,967 MT ~ $58; 
Office machines and parts ~- $52. 


Note: Third colum contains available 1972 figures. E = estimate for the year. Percentages 
in fourth column reflect comparison of: (1) 1972 figure with corresponding period in 1971, 
or (2) 1971 with 1970 if no 1972 figure is available. Annualized rate of growth for 1972 

is not included at this time owing to insufficient data. MT = metric tons. 


Sources: Central Bureau of Statistics. 
Central Plan Bureau, 
Netherlands Bank, 





SUMMARY 


The right-of-center coalition government of the Netherlands 
continues to hold a rather tight rein on the country's economy 

in the process of riding out a period of "stagflation." The — 
government has instituted measures in several fields to minimize 
demand and at the same time to keep the road open for a renewal 
of growth. For political reasons, however, the government has 
thus far avoided the imposition of wage and price ceilings, but 
pressures for such action are growing. Meanwhile, profits were 
discouraging as 1971 drew to a close and have continued to be so 
in early 1972. Investment is down and will stay down in 1972. 
Unemployment has shot up to more than 3 percent, but wage demands 
have not been significantly relaxed. Labor cost increases 

beyond productivity gains are creating concern in some quarters 
about the future competitiveness of Dutch industry. Prices 
continue to rise at the same general rate as last year (about 

7 percent), but the volume of production is rising very little. 

A temporary improvement in the terms of trade, owing to the slack 
in demand from investment, will produce a balance of payment 
surplus this year. 


Business revival elsewhere in Europe may bring some stimulation 
to the Dutch economy later this year, but 1972 is bound to be a 
relatively slow year for sales of American exports, which 
continue to account for about 10 percent of the Dutch import 
market. Longer term prospects, however, are extremely bright 

as the improved exchange rates begin to bring new orders and the 
expanded EEC swings into a new era of rapid economic growth. 

A list of the product categories which should show the greatest 
rate of market growth is given toward the end of this report 
and possible military sales are mentioned. 








CURRENT ECONOMIC SITUATION AND TRENDS 
as ~ Owing to reduced world demand for Dutch exports, 
Industrial production leveled off in the final quarter of 1971 
and brought the year's increase in volume to less than 7 percent, 
a level well under the 1970 increase. Output of the 
manufacturing sector grew only 3.5 percent, with the help of 
substantial increases in building material, chemicals and food 
products and a moderate increase in metal manufactures, but 
with a relatively poor performance in textiles, clothing, 
leather, paper, rubber and petroleum refining. Large increases 
in natural gas and public utility production accounted for the 
difference between the 3.5 and 7 percent shown above. AS a 
result of fourth quarter figures, the Central Plan Bureau 
reduced its estimate of real growth in GNP for 1971 from 
5 to 4 percent. 


With but few exceptions among corporate annual reports, 1971 
was a discouraging year for profits. Rising costs, largely of 
labor but also of capital goods, stagnant demand, and overe 
production in many fields severely reduced profits. In the 
first 11 months of 1971, 267 firms closed and 185 significantly 
reduced operations, discharging almost 20,000 employees. 


As a result of decreasing returns on capital, investment plans 
were sharply curtailed last year. The estimated increase in real 
GNP for 1972 is down to 2 percent, largely as a result of 

these decreased investments and general world market conditions. 
The official estimate of 1972 industrial production shows the 
smallest growth in several years. Housing construction will 
drop off a little from the unusual spurt in 1971, and the 
outlook for industrial construction is still worse. Observers 
do not expect much improvement in profits’in the course of the 
year, but there is an undercurrent of opinion that the present 
recession may bottom out by mideyear and some improvement in 
production and profits show up late in 1972. 


Based on its estimate that a small economic stimulant will be 
needed, the government has tentatively decided to reduce the 
fluctuating surtax on incomes, profits, gasoline and automobiles 
from 5 to 3 percent effective July 1. This will soon be 
debated in Parliament and the government's final decision taken 
afterward. As a result of this measure, a reduction of 
unemployment by at least 1,000 is expected. 


oe - As a result of the cost/profit squeeze, investment 
in fixed assets, which started last year in high gear, 


diminished markedly through the year. The 1971 total showed a 
1.5 percent decrease in real terms from the previous year, 
although there was a growth at current prices of 7 percent. 


Inventories were sharply cut. In spite of a notable rise in : 
housing investment and a continuing slow increase in construction 
of roads and waterways, the total investment for the year 

also registered a 1.5 percent decrease, 


The forecast for 1972 is almost all negative. Business 
investments are expected to decrease 6 percent in real terms, 
and the government has cut back almost as much on construction. 
Housing will be slightly less active than last year's high, 

and only inventories are expected to show an increase, partly 
recovering from last year's drop. The estimate of total 
investments in real terms shows a 3 percent decrease this year. 
The immediate result of the investment slowdown is a moderate 
restraining influence on demand and wages and also a temporary 
benefit to the balance of payments as a result of holding imports 
back. The longer term results, however, are causing concern 
owing to the effect of lowered investments on economic growth, 
which is treated further under Labor below. 


As a special measure to channel investment to sections of the 
country where conditions are hardest, the government is 
considering a threewlevel investment policy: stimulation for 
the three northeastern provinces, restraint for the highly 
developed west, and neutrality for the rest. The views of the 
Social and Economic Council will be sought and a program 
presented to Parliament with’ the hope that measures can be 

put into effect by the en f the year. 






ha - Unemployment ogreésed much further than was expected 
early last November, pasbi 100,000 in December and averaging 
69,000 for 1971. It reached a high of 3.8 percent of the 

labor force in February, 2 percentage points higher than a year 
previous, and the trend is still upward on a seasonally adjusted 
basis. The forecast for 1972 is an average of 115,000 unemployed. 
Two of the Netherlands largest companies have announced layoffs 
in the thousands, and this is currently a target for parliamentary 
criticism by the labor oriented opposition, as well as some 
coalition members, The unemployment ratio is highest in the 
northeastern provinces, and the government has devoted $62 
million to building projects in that area to combat unemployment. 
The immigration of foreign laborers is also being discouraged; 
some 80,000 had valid work permits as of last September, and 
efforts have grown to deport those who are working illegally. 


The average labor cost per worker mushroomed 13.5 percent in 
1971, and the Central Plan Bureau predicts a 12 percent rise this 
year. The difference is based mainly on a smaller rise in social 
premiums and on less overtime, while actual wage increases are 
expected to be about equal to last year's. Effective 

January 1, 1972, the government established a moderate increase 








in the minimum wage, bringing it to about $57.90 a week. 

Some analysts believe new labor demands will bring costs close 
to last year's increase. Labor productivity may increase 

less than last year's 4.5 percent because of decreased 
investment, and thus the labor cost per unit of product should 
rise again roughly 9 percent for the economy as a whole and 
5.5 percent for manufactures. Comparing this to the average 
2.5 percent rise in labor cost per unit in other European 
countries points out the present concern for Dutch 
competitiveness. Dutch labor costs for blue collar workers 
are the highest in the Common Market except for Germany, and 
the highest of all if white collar employees are included. 


Since its action last August to drop wage and price controls, 
the government has maintained its position that these economic 
factors should be determined in the market place. The sizable 
increases in wages and prices, however, have fueled continued 
discussion of this issue. Central Bank President Zijlstra has 
repeatedly stated that national wage and price restraints are 
required to keep Holland afloat in international competition and 
to ease the lot of small and medium enterprises in danger of 
bankruptcy. Prime Minister Biesheuvel recently pointed at the 
danger of inflation and the need for a recovery in growth of 
employment. He suggested a limit of 8 percent wage rise and 

5 percent price rise as the common objective and announced 
that a meeting would be held in May with representatives of 
workers and employers to discuss this issue. Observers view 
this as a creditable attempt to persuade labor and management 
to be moderate but not necessarily as a forerunner to 
government intervention, 


- Personal consumption expanded by a moderate 3.5 
percent in real terms last year. Services supplied a good share 
of the increase, and food, beverages and tobacco the rest, 
leaving durables even with the previous year. Government 
consumption of materials showed a similar increase. At the 
same time, savings in commercial banks and institutions increased 
during 1971 by $1.3 billion, and this trend continued into this 
year. The 1972 estimates show a further increase of 4 percent 
in personal consumption, largely owing to a higher rise in real 
incomes than last year. Governmental stringency, on the other 
hand, will result in a reduction in volume of material purchases. 
Taking the negative investment picture into account, total 
national expenditures this year are expected to rise by only one 
percent in real terms, as against 2 percent last year, but will 
be swelled by a 7 percent inflation factor. 


The consumer price index rose 7.5 percent in 1971, far more 

than the 4.4 percent of 1970 and somewhat more than the official 
forecast. For this year predictions are edging up from 6.5 to 

7 percent or more; prices already went up 2.5 percent during the 


first quarter. The large inflationary factors continue to 
be rising labor costs, the increased consumer demand which 
results from higher real wages, and persistent budgetary 
deficits. 


Foreign Trade and Balance of Payments = There are distinct 
Signs of improvement, at least in statistical terms, in the 
Netherlands balance of payments situation which for the past 
two years has been marked by large deficits on current account 
and even larger undesired, liquidity»creating surpluses on 
capital transactions. The country's economic and financial 
leaders found it difficult to rejoice over this favorable 
development, however, since it gave rise to new concerns. 


With imports slowing significantly due to moderation in 
consumption and to absolute declines in investment volume, and 
with exports maintaining a fairly steady rate of growth, the 
balance of payments on current account moved into surplus for 
the first time in two years in the July-September quarter of 
1971. The surplus increased in the last quarter, so that the 
deficit for the year totaled only about $163 million, oneethird 
of the deficit for the year before. 


In 1972 the Netherlands current account is expected to be in 
surplus, perhaps by as much as $308 million, the amount now 
projected by the government's Central Planning Office. The 
government expects exports (in current prices) to go up only 
7.5 percent this year and imports a mere 3 percent, both 
increases being much less than in 1971. No adverse effect is 
expected from last December's currency revaluation since most 
of Holland's top trading partners (except for the U.S.) also 
revalued. A surplus of the size projected would correspond 
precisely to the annual amount which the OECD considers 
appropriate for Holland to balance net outflows of private and 
government capital. Nevertheless, concern is expressed over the 
way in which this surplus is being produced e» in large part 
through stagflationary cyclical factors, including a slump in 
investment with the results mentioned above. 


Official measures to stem excessive inflow of foreign capital «= 
principally dollars » have included the guilder float of 
May~December 1971, the freezing of the amount of Dutch debt 
securities held by foreigners through introduction of a 

"bond circuit", restrictions on foreign purchases of Dutch 

money market paper, reductions totaling 2 percent over a onewyear 
period in the central bank discount rates, and controls on 

bank deposits of foreigners. Except for a brief period of 
speculative upsurge early in March, the official measures have 
worked increasingly well. Capital transactions were 
substantially in balance in the last quarter of 1971, and there 
was a large outflow of funds on banking transactions. The 








resultant dryingeup of excess liquidity has been welcomed, 
but the possibility of the pendulum swinging the other way, 
further discouraging investment and weakening the market for 
guilder securities, has created different concerns. 


IMPLICATIONS FOR THE UNITED STATES 


Near term prospects for American exports to the Netherlands are 
dominated by the general economic slowdown here, which is 
affecting the external sector more strongly than was originally 
expected. The Central Planning Bureau's latest projections 

show the value of total Netherlands' imports increasing by 

only 3 percent in 1972, compared with 10 in 1971 and 22 in 1970. 
Particularly affected will be imports of investment goods and 

of sophisticated equipment used by educational, scientific, 

and medical institutions, which face tight budgetary constraints. 
While American exports to Holland will be restrained by these 
factors, they should fare somewhat better than those of the 
Netherlands' other trading partners as a result of the more 
attractive prices on U.S. products which generally became effective 
at the beginning of this year following the Smithsonian 
Agreement. A survey conducted by the Embassy and the American 
Chamber of Commerce indicates that importers have reduced prices 
of American products by 3 to 7 percent, while competitors' 
prices have continued to rise. The recently inaugurated DISC 
system, which permits a U.S. corporate income tax deferral on 
certain export earnings, plus expanding LASH and container ship 
capacity on the North Atlantic, further enhance U.S. sales 
possibilities. The U.S. should thus be able to count on a 
slightly increased market share in 1972, although it will stay 
close to 10 percent as in previous years. 


watt - The change in exchange rates and lower prices 

should make certain products considerably more attractive, 

especially small and peripheral EDP equipment, smaller pumps 

and compressors, steam turbines, and electronic service 

instruments and manufacturing machinery. Some extra growth is 

also possible in the market for American motor vehicles if 

manufacturers pursue an aggressive sales policy. In general, 

American industry will find the following product areas of 

most interest for export potential: 

- Electronic data processing equipment, particularly peripheral 
items and software packages 

- Food processing and packaging equipment 

- Environmental control equipment and instrumentation 

- General industrial instrumentation 

~- Petroleum and gas drilling and transportation materiel 

- Machinery and raw materials for the chemical and 
metallurgical industries 


ve 


Marine cargo handling equipment 

Printing and graphic equipment 

Air, rail, road and marine transportation equipment, 
particularly for bulk chemicals 

~- Building equipment and supplies 


The shortage of labor and rising consumer income form the basis 
for a continuing demand for American equipment and expertise in 
consumer service industries such as hotels, fast food chains, 
laundries and dry cleaners, and vehicle maintenance shops. 
Dutch interest in this type of service enterprise gives rise to 
opportunities for franchising, joint ventures, or sales of 
related equipment. 


American exporters can also compete for sales of certain 
categories of processed consumer goods, although for that 

sector in general there is heavy European and oriental 
competition, relatively high EEC import duties, and the 
transportation cost disadvantage for U.S. products. Among the 
consumer categories where we remain competitive are high fashion 
apparel, the more sophisticated educational materials and 
training aids, certain drugs and pharmaceuticals, selected 
household appliances and kitchenware, doeiteyourself tools, 

and recreational equipment. 


The concern of the Dutch public over air, water, and noise 
pollution continues to increase, and there should be a rapidly 
growing market for U.S. technology and equipment in this area, 
both for export and for licensing. The strong Dutch interest 
in this field was demonstrated by the response to a charter 
flight, which the Embassy and the American Chamber of Commerce 
sponsored, to an American pollution control equipment show at 
the U.S. Trade Center in Frankfurt last month. Planned for a 
total of 44 participants, the final count was 88 Dutch 
businessmen, each paying his own waye (A similar charter two 
days earlier to an American miniecomputer show in the Paris 
Trade Center attracted 72 participants.) For the long run, 
according to the Economic Ministry, 2 percent of Dutch GNP by 
1982, or $1 billion a year, will be spent on environmental 
control. The Dutch government intends to establish a 
comprehensive water pollution monitoring system on the vast 
network of rivers and canals which should offer substantial 
ene for American manufacturers of instrumentation 
systems. 


The public, through the municipalities, is exercising growing 
control over environmentally offensive industrial activities. 

A small American chemical firm was recently forced to relocate 
its plant — from a residential area. In another case, a large 
new U.S. ethy ene plant is finding it difficult, despite special 
investments in equipment, to reduce the noise and light caused 

by its operations to levels acceptable to local residents. 
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Firms planning to build or expand production facilities in 
Holland must be prepared to meet increasingly strict pollution 
requirements and are advised to pay early attention to all 
lecal regulations. 


The Department of Commerce exhibition of marine and port 
equipment at Europort '71 was a smashing success, with off-thee 
floor sales of $879,000 and estimated first year sales of 
$18,400,000. In the coming year Commerce intends to send 
specialized trade missions in the field of instrumentation 

and printing and graphics equipment to the Netherlands and 


nearby countries. 


ste ae - On the basis of a recent report prepared 

or the Netherlands Government (not yet approved), the cost 

of acquisitions for national defense over the next 7 or 8 

years may total several hundred million dollars. These would 
include replacement of the Fe104 combat aircraft and long range 
maritime patrol aircraft, procurement of helicopters, lighte 
weight military aircraft and electronic warfare equipment, 
modernizing or replacing army equipment, and providing equipment 
for the patrol frigate. A significant percentage of these 
acquisitions may be obtained from foreign sources, and 
interested U.S. suppliers should turn for available 

particulars to the Military Assistance Advisory Group, 

care of the American Embassy, The Hague. 


we - United States agricultural exports to the 
etherlands in CY 72 will decline somewhat from the level of 


1971. The greatest loss will be in feedgrains exports (corn 
and sorghum), where a 1972 decline of about 40 percent from the 
1971 level of approximately $110-112 million is anticipated. 
Some offset to this loss will be provided by increased soybean 
exports and some gain in exports of other products not falling 
under the EC variable levy. For such items, the appreciation 
of the guilder against the dollar will encourage imports, 
especially if late 1972 sees some pickeup in Netherlands 
economic activity. 


wot ~ American investment in Holland, motivated primarily 
y the long term potential of the surrounding market, is 


expected to continue in 1972. The American Chamber of Commerce 
in the Netherlands estimates investment this year at $247 million, 
up about 4% from 1971, although U.S. investments in Western 

Europe as a whole will rise at a faster rate. Due to its 

central location and strong economic infrastructure, the 
Netherlands is still a good platform for American investment 
within the expanded EEC, particularly in the nonelabor- 

intensive industries. 


The Dutch government has recently announced that it intends to 
take positive action, in the form of a selective levy on new 


1l 


investments, to reduce overcrowding in the western part of 
the country. These measures are, however, still being worked 
out and will not take effect before the beginning of 1973. 
Prompted by the recessionary character of the Dutch economy, 
the change in exchange rates, and renewed growth in the U.S., 
Dutch industry is showing unusually great interest in 
manufacturing in the U.S. through subsidiaries, joint ventures, 
and licensing agreements. The Department of Commerce's 
expanded Invest~inetheeU.S.A. program is helping American 
firms take advantage of this interest, and posts in the 
Netherlands are actively supporting the investment 

promotion visits to Holland by the New England Council and 
the State of Arkansas this spring, as well as the special 
Department of Commerce sponsored Invest—inethe-U.S.A. 
Symposium in Dusseldorf, 
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